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December 6, 1994

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, NW
Room 222
Washington, DC 20554

Re:

DOCKET FILE COpy ORIGINAL

RECEIVED

DfC - 6 1994

fEO£RAl COMMUNICATIONS COMMISSION
OfFICE OF SECRETARY

Dear Mr. Caton:

This is to inform you that the enclosed letter from Richard Notebaert to
Chairman Hundt has been hand-delivered to the Chairman's office today.
This material should be included in the official record of the above-referenced
proceeding.

Sincerely,

Enclosure

cc: Commissioner Barrett
Commissioner Chong
Commissioner Ness
Commissioner Quello
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Chief Executive Officer

December 1, 1994

RECEIVED

DEC - 6 1994
The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 MStreet, NW
Washington, DC 20054

Dear Chairman Hundt:

fEDERAL COMMUNICATIONS COMMISSION
OffICE OF SECRETARV

I am writing to expand on my earlier letter of November 9, 1994. In particular, as
proposed in the Commission's November 7, 1994 video dialtone order, I believe
that consideration of section 214 applications should reflect the extent to which
state regulators have authorized local competition and capped telephone service
rates in order to protect residential customers. Priority attention should be given
to applications from those regions where states have promulgated new regulatory
systems to better protect consumers from cross-subsidy concerns and where
states have acted through statutes and regulations to accommodate new local
exchange competitors, including cable companies. The five states in which
Ameritech operates have more than met these standards.

First, Illinois, Indiana, Ohio and Wisconsin have taken action this year to
eliminate rate of return regulation by instituting pure price cap plans. With the
plans approved in these states, Ameritech has committed not to increase basic
residential service rates for from three to six years. Michigan had already
instituted a capping formula on residential rates with the passage of its Michigan
Telecommunications Act in 1992. These price cap plans, combined with the fact
that Ameritech's video dialtone network will be completely separate from its·
telephone network, ensures that regular telephone service rates will not be
increased to pay for this new system. Thus, there is no video dialtone cross
subsidy concern in any of the five states.

Second, there is no longer any 'ega' barrier preventing competitors, inclUding
cable television firms, from offering local exchange services in the Ameritech
region. All five public utility commissions have the authority to issue local
exchange certificates to new entrants. Most recently, Ameritech entered into an
agreement with the Public Utility Commission of Ohio to forego our statutory right
to exclusive local exchange franchises. Contrary to the statement in the video
dialtone reconsideration order that "many cable companies are still prohibited by
state laws or regulations from providing telephone service", that circumstance is
certainly not the case anywhere in the Ameritech region.
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Cable companies are actively pursuing these opportunities to enter the local
exchange telephone business. Time Warner has filed for authority to provide
telephone service to 700,000 customers in Ohio. These services would be
offered where Time Warner currently provides cable television and would
presumably utilize existing cable facilities. The Illinois Commerce Commission
has granted a certificate for MCI Metro and Jones Cable to conduct a trial of joint
provision of cable and telephone service in the Chicago suburb of Wheaton. TCI,
in cooperation with Teleport and Motorola, has also announced their intention to
conduct a similar trial in the Chicago area. Furthermore, the acceleration of local
exchange competition is not limited to cable companies. Teleport, MFS, US
Signal (City Signal) and Mel Metro have all applied to offer local dialtone in the
Ameritach region. Commissioners have already granted certificates to MFS and
Teleport in Chicago and US Signal in Grand Rapids, Michigan. Competitive
provision of access services has long been available and is now widespread
throughout the Ameritech region.

Once again, I urge you to consider the facts of the imbalance in the opportunity
available to Ameritech versus our competitors. As you well know, even with the
implementation of video dialtone, we would still not be able to compete fully
against the cable companies because we are restricted from providing
programming on our own systems. The ability of cable operators to enter and
compete against any and all of the services we provide is not restricted by any
state law or regulation. There can be no justification for further delay in
considering our Section 214 applications. I urge the Commission to immediately
grant Ameritech approval to begin construction of the first phase of our video
dialtone network.

Sincerely,
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